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   Assignment #x
Macro Forecasting







Dr. King
Macro forecasting is an art at least as much as a science.  Macro forecasters generally use statistical models with a large number of simultaneous equations (beginning with the familiar Y=C+I+G) and time-series data to forecast trends.  In this assignment I would like you examine several recent forecasts, discuss recent events using the basic tools you have used, and present your own forecast for the next year, quarter by quarter.  Please work on your own for this assignment.
1. Please read the following:

Ben Bernake’s Testimony: http://www.federalreserve.gov/boarddocs/hh/ 
CBO’s Budget Projections 2008-17 and monthly projections at: www.cbo.gov 
Alana Sinai’s comments: http://www.wrhambrecht.com/ind/sinai/prospects/
SF Fed Views: http://www.frbsf.org/publications/economics/fedviews/index.html 

IMF WEO Ch. 1: http://www.imf.org/external/pubs/ft/weo/2006/02/pdf/c1.pdf 
2. Write a critical survey of the forecasts/analysis you read above.  Please write 3-4 paragraphs on each article.  Do you agree with Bernanke’s assessment of the US economic situation?  What does he identify as the key issues?  How does his assessment differ from that of the IMF?  CBO? Sinai?
3. Many economists are concerned about the large US budget and current account deficit.  Do you think the US budget and current account deficit pose a serious problem?  Why or why not?  Does the Fed agree with the IMF’s assessment?
4. Using aggregate supply and aggregate demand analysis and (on a separate graph) using IS/LM curve analysis and AD/AS curves, show and discuss the following:

a. The effect of monetary policy on the US economy over the last two years.

b. The effect of fiscal policy on the US economy over the last year.
5. What is your forecast for the next twelve months and why?  Please give a quarter by quarter forecast with estimated growth and inflation rates (on an annualized basis) and with estimated unemployment rates.  Please explain your reasoning and don’t just take an average of the forecast you have discussed.

6. Write up your report and submit it to pgking@sfsu.edu.   
